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Accountability * Integrity * Reliability 



United States General Accounting Office 
Washington, DC 20548 



January 31, 2002 
Congressional Addressees 

Title I is the largest federal program supporting elementary and secondary 
education and with annual expenditures of about $8 billion, accounts for 
about 3 percent of total education expenditures nationally. 1 While state 
and local funds account for over 90 percent of national education 
expenditures, Title I is an important source of funding for many high- 
poverty districts and schools. Created in 1965 as part of the War on 
Poverty, Title I is designed to help educate disadvantaged children — those 
with low academic achievement attending schools serving high-poverty 
areas. 

The amount of funds schools receive is the result of a multistep process 
that combines formula calculations and state and district decisions. States 
receive funding for their districts from the U.S. Department of Education 
(Education), which calculates how much states’ school districts are 
entitled to based on their numbers of children from low-income families 
(poor children) as measured by Census Bureau data and their state’s per- 
pupil education expenditures (a proxy intended to reflect cost differences 
among states in providing education). When states receive Title I funds, 
they make adjustments to the calculated district-level amounts in order to 
set aside funds for state administration and account for differences 
between their actual school districts, including charter schools, and the 
districts appearing in Education’s database. 2 Once districts receive funds 
from their states, they have some flexibility in how they allocate funds to 
individual schools, but generally must target schools with higher 
percentages of poor children. Not all school districts receive Title I funds 
because they might not have a minimum number and/or percentage of 
poor children to meet eligibility thresholds. 



'Throughout this report, we refer to Title I, Part A of the Elementary and Secondary 
Education Act as “Title I.” Other Parts of Title I (Parts B, C, and D) are targeted at specific 
populations and are commonly referred to by their program names (Even Start, Migrant 
Education, and grants for Neglected and Delinquent Children). 

^he districts appearing in Education’s database for the 1999-2000 school year were the 
districts as they were configured in 1995. 
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In the past several years, the Congress has been concerned about the 
achievement gap between disadvantaged students and their more 
advantaged peers and how to improve the performance of children from 
low-income families. Some studies have indicated that schools with higher 
numbers and percentages of poor children may have higher costs 
associated with raising student performance. The Congress has had a 
dilemma of wanting to improve the performance of poor children through 
increased targeting of poor children while simultaneously protecting 
districts whose share of these children has declined from losing a 
significant amount of funds. To increase targeting, in 1994 the Congress 
added a new formula to the Title I program, which would have provided 
more funds to districts with higher numbers and percentages of children 
from low-income families, but until fiscal year 2003, no funds were 
appropriated for this formula. To protect districts from a significant loss of 
funds when their numbers of poor children decline, the Congress has 
implemented several “hold-harmless” provisions. The issues of targeting 
and hold-harmless provisions were much debated in Congress’ recent 
efforts to reauthorize the Title I program. 

In light of these issues, the Congress mandated GAO to study Title I 
allocations, specifically (1) the extent to which Title I funds are allocated 
to states, school districts, and schools with the greatest numbers and 
percentages of school-age poor children; (2) the extent to which 
allocations of such funds adjust to shifts in the numbers of poor children; 
(3) the extent to which the allocation of Title I funds encourages the 
targeting of state funds to school-age poor children; and (4) what options 
might improve targeting of funds, especially to states and school districts 
with higher numbers and percentages of poor children, to more effectively 
serve those children. 3 

In doing our work, we performed extensive analysis of data collected from 
a number of federal, state, and local sources. We obtained data on Title I 
formula allocations for school years 1999-2000, 2000-01, and 2001-02 from 
Education and obtained the actual allocations received by school districts 
in the 1999-2000 school year from state officials. We interviewed every 
state Title I director, surveyed a nationally representative sample of school 
district administrators, and interviewed representatives of relevant federal 
agencies and national organizations. We conducted our work from 



In March 2001, we briefed officials on the Authorizing and Appropriations Committees on 
the preliminary results of this work. 
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December 2000 through December 2001 in accordance with generally 
accepted government auditing standards. Appendix I provides a more 
detailed discussion of our methodology. 



Results in Brief 



In the 1999-2000 school year, Title I funds were generally targeted based 
on numbers and percentages of poor children, but the complex allocation 
process resulted in differences in actual funding per poor child among 
states, school districts, and schools. States with similar numbers and 
percentages of poor children did not always receive similar Title I 
allocations. The same was true of school districts. State and district 
funding levels differed because factors other than numbers of poor 
children are included in Education’s formula calculation, for example, the 
amount a state spends on education. At the school level, more dollars 
were targeted to schools with higher percentages of poor children. 
However, funding per poor child still varied at the school level, reflecting 
the flexibility districts have in setting priorities and allocating funds to 
individual schools, such as to target funds to elementary schools rather 
than .to middle or. high, schools. 

When the numbers of children from low-income families shift among 
states, Title I allocations adjust, but not completely. In other words, a state 
whose share of the nation’s poor children changed from one year to 
another would not necessarily see a corresponding change in its Title I 
allocation amount. Principally, two factors account for this lack of 
responsiveness — a lack of current poverty data and various hold- 
harmless provisions. Education uses Census Bureau estimates of poor 
children, which are available only on a lagged basis, to calculate 
allocations. Over the past decade, the Census Bureau has been required to 
increase the frequency with which it updates poverty data, allowing the 
Department of Education to use more current Census data to make Title I 
formula calculations more responsive to shifts in poverty. The hold- 
harmless provisions limit the extent to which Title I funds can shift at all, 
even when shifts in poverty occur. In the absence of these provisions, 
some disparities between Title I formula calculations and poverty would 
remain because the Census data always lags behind the years in which it is 
used for the formula. 

The allocation of Title I funds does not encourage states to target their 
own funds to children from low-income families. Our review of the Title I 
statute and regulations found no monetary, statutory, or regulatory 
incentive for them to do so. For example, states do not receive extra Title I 
funding in return for targeting state funds to poor children. According to 
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recent interviews with state Title I directors and our previous studies, Title 
I allocations are rarely used by states as a model for targeting their own 
funds. 

A number of policy choices could increase the extent to which Title I 
funds are allocated to states and school districts with high numbers and 
percentages of poor children, if desired. The policy choices for doing so 
include changing the appropriations hold-harmless provisions, funding the 
targeted grant, using an alternative cost factor, and raising the basic grant 
eligibility threshold. Using less restrictive hold-harmless provisions would 
reduce the differences in funding among school districts with similar 
numbers and similar percentages of poor children and allocate more to 
states with more rapidly growing numbers of poor children. Funding 
targeted grants and raising the eligibility threshold would shift funding 
toward districts with higher percentages of children in poverty and away 
from districts with lower percentages. Using an alternative cost factor 
instead of per-pupil expenditures would also have the effect of shifting 
funds to districts with higher percentages of children in poverty and to a 
lesser extent to districts with large numbers of children in poverty. The 
extent to which formula changes are desired would depend on the desired 
balance between, among other things, making formula allocations 
reflective of numbers and percentages of poor children and making 
formula allocations relatively stable. The full effect of each change would 
depend on whether other changes were made at the same time and on the 
extent to which states later altered the resulting formula amounts before 
distributing the funds to their school districts. 

In written comments on our draft report, the Department of Education 
generally agreed with the reported findings. The U.S. Department of 
Agriculture, in commenting on the draft report, highlighted its concerns 
about the quality of school lunch data, which we used as one of our 
measures of poverty. Although we acknowledge that these data have 
limitations, we believe that our use of school lunch data, in combination 
with Census poverty estimates, was appropriate. 



Background 



Title I grants are intended to help elementary and secondary schools 
establish and maintain programs that will improve the educational 
opportunities of low-income and disadvantaged children. Title I funds are 
intended to provide instruction and instructional support for these 
disadvantaged children so that they can master challenging curricula and 
meet state standards in core academic subjects. The law does not stipulate 
exactly how Title I funds are to be spent. Instead, Title I is an example of 
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